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STATE OF CALFORNIA 

STATE BOARD.OF EQUALIZATION 
450 N SlREEy; SACRAMENTO. CAlJFORNlA 
(PO BOX 942879. SACRAhiENlc?. CAUFORNIA 9427WW.H) 
TELEPHONE (916) 323.7713 
FAX (916) 3233387 

In Re: 

Dear Mr. 

~lMEENC0NNEl.L. 
~wlu. SMmarm 

August 15, 1997 
.0HN CHlAm3. 
AanQ kmbw 

Fout8t Oistnct Lcs hgti 

E L SORENSEN. JR 
Exncuueoinsco 

Chawe in Ownership - Distribution of Real Prouertv from Dissolved 
Partnershiu to Surviviw Gouse and Sons. 

. . 

This is in response to Mr. letter of May 30, 1997.letter to Mr. Lawrence 
Augusta, in which, he requested our opinion concerning the application of the proportional 
interest exclusion in Section 62(a)(2) and the interspousal exclusion in Section 63 to the 
distribution of real property from a family-owned partnership to the surviving spouse and 
children. Mr. :provided the following facts for purposes of our analysis: 

L Husband and Wfi held as community property five parcels of real property which they 
transferred into a general partnership (“HW Partnership”) in 1992, in exchange for equivalent 
59% ownership interests in the partnership. 

& Husband and Wti thereafter formed Revocable Living Trust (“HIV Trust”), in which . 
they were the sole present beneficiaries, and they transferred their partnership interests into the 
Trust. 

&. Later in 1992, H and H transferred 3% of their total partnership interests in HIV 
Partnership to their three sons, equal to 1% to each son. Thus, H and W each held 48.5% 
interests and Sons each held a 1% interest inHW Partnership. 

-.. 

$ In 1995, HW Partnership distributed one of the five parcels of real property pro rata to 
each of the five partners as tenants-in-common, such that following the transfer each held title to 
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the’parcel in exactly the same proportional ownership interests as they held in the partnership 
prior to the transfm: 

5; In January 1996, Wife died and HW Partnership dissolved based on the terms of the 
partnership agreement; To implement the dissolution and liquidation, HW 
Partnership distributed its four parcels of real property pro rata to each of the three Sons and to 
the Husband, as sole beneficiary of the Marital Trust and the Survivor’s Trust, as tenants-in- 
common, so that following the transfer each heid title to the parcels in exactly the same 
proportional ownership interests as they held in the partnership prior to the transfer Since HW 
Trust provided that upon Wife’s death, her one-half of the community property is distributed to 
the Marital Trust (presumably irrevocable) for Husband’s sole benefit for life, and that’his one- 
half of the community property is distributed to a revocable Survivor’s Trust also for Husband’s 
sole benefit Husband received f?om the dissolved HW Partnership a total of 97% of the interests 

. in each of the four parcels, in tenancy-in-common as the sole present beneficiary of each trust. 

Based upon foregoing, you pose the following questions: 

(1) Is the 1995 transfer of one parcel from the HW Partnership “original coowners” to . 
the five partners as tenants-in-common in the same proportionate shares “counted” toward a 
change in ownership under Section 64(d)? 

(2) Is Husband’s acquisition of more than 50% of the HW Partnership interests upon 
Wife’s death excluded from change in control (Section 64(c)) or from change in ownership 
(Section 64(d)) under Section 63 or for any other reason? 

(3) Is the distribuhon of the HW Partnership real property to the remaining four partners 
as tenants-in-common excluded Corn change in ownership under Section 62(a)(2) or for any other 
reason? 

For the reasons hereinafter explained, the answer to the fitit question is no and the 
auswer to both the second and third question is yes: the interspousal exclusion in Section 63 
applies to the transfer of Wife’s interests to Husband and to his acquisition of Hw Partnership 
c?ntrol under Section 64(c) , and the proportionalinterest exclusion in Section 62(a)(2) applies . 
to the real property distributed to the remaining partners as tenants-in-common. 

LAW AND ANALYSTS . 

Section 60 defines a change in ownership as “a transfer of a present interest in real . 

property, including the beneficial use thereof, the value of which is substantially equal to the value 
of the fee interest.” ._ 

Under Section 61, subdivision (j), a change in ownership includes: . 
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The transfer of tiy interest in real property between a corporation, 
partnership, or other legal entity and a shareholder, partner, or any 
other person. 

This is applied to partnerships specifically in Rule 462.180 (e)(l), with the exception of 
proportional interest transfers excluded under Rule 462.180 (b)(2). 

Based upon this rule and Section 61(j), HW Partnership was involved in three transfers 
which constituted changes in ownership: 1) the 1995 pro rata transfer of one parcel to each of the 
partners as tenants-in-common; 2) the 1996 transfer of Wife’s 48&partnership interests to 
Husband as the result of her death, aggregating to 97% HW Partnership interests in Husband; and 
3) the 1996 rata distribution of the four parcels from dissolved HW Partnership to the four 
remaining partners as tenants-in-common. In our view, specific change in ownership exclusions 
are applicable to each. 

1. 1995 Transfer of One Par4 from Hw Pnrtnershir, to Partners Excluded under Section 
62(a)(2). 

Section 62 (a)(2) provides an exclusion from change in ownership for 
proportional interest transfers between individuals and a legal entity which results 
solely in a change in the method of holding title to the real propeq and in which 
proportional ownership interests of the transferors and transferees, in each and 
every piece of real property remain the same after the transfer. See also Rule 

’ 462.180 (b)(2). 

This exciusion is applicable to the 1995 one-parcel transfer from HW Partnership to the 
partners as tenants-in-common since the percentage of ownership interests in the parcel 
transferred apparently remained exactly the same as the interests each of them held in HW 
Partnership. That is, H and W presumably received 48.5% each and Sons receivedl% each, 
consistent with their respective partnership interests. 

The question, however, is whether any of the interests transferred were HW Partnership 
interests which must be “counted” for purposes of determining a change in ownership under 
S&ion 64(d) since H and W were “original coowners.” With regard to transfers made by 
“original co-owneran in a legal entity, Section 64(d) provides as follows: 

If property is transferred on or tier March 1, 1975, to a legal entity 
in a transaction excluded from change in ownership by paragraph (2) 
of subdivision (a) of Section 62, then the persons holding ownership 
interests in such legal entity immediately after the transfer shah be 
‘considered the “originai co-owners.” Whenever shares or other 
ownership interests representing cumulatively more than 50 per& 
of the total interests in the entity are transferred by any of the 

original co-owners in one or more property transactions, a change in 
ownership of that real property owned by the legal entity shall have 
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occurred, and the property which was previously excluded from 
change in ownership under the provisiona of Section 62(a)(2) shall 
reappraised. 

5, 1997 

le. 

Applying this provision to the instant case, when H and W created the HW Partnership in 
1992 and transferred to itthe five parcels they otied as community property, that transfer was 
excluded from change in ownership under Section 62(a)(2), with the result that they became 
“original coowners” at that time; As “original co-owners,” ifthey or HW Partnership 
cumulatively transferred more than 50% of the total partnership interests, then Section 
64(d) mandates that the property previously exciuded under Section 62(a)(2) will undergo a 
change in ownership and be reappraised. - 

Based on the description in your letter, there is no indication that the 1995’ one- 
parcel transfer consisted of any piirinership interests from HW Partnership, but only real 
property interests were transferred. By its express teims, Section 64(d) does not apply to 
transfers of interests in real property, only to “shares or other ownership interests representing 
cumulatively more than 50 percent of the total interests in the entity.” Since no partnership 
interests were transferred in 1995, Section 64(d) is not applicabie, and the real property in&rests 
transferred would not be counted foi purposes of determining a subsequent change in ownership. 

2. Huband’s Acuuisition of more than 500/- of T3W T’artnershir, Interests unon Wife’s 
death. Excluded from Chanee in Control under Section 63. 

Two events triggering a change in ownership occurred upon Wife’s death in 
1996. Em the HWRevocable Trust presumably became irrevocable. Included as a change in 
ownership under Section 61(h) is the transfer of “any interests in real property that vest in 
persons other than the trustor (or, pursuant to Section 63, his or her spouse) when a revocable 
trust becomes irrevocable.” Similarly, under Rule 462.160(b)(2) and (4), a change in ownership 
occurs upon the transfer of real property or ownei-ship interests in a legal entity whenever.a 
revocable trust becomes irrevocable, unless the trustor-transferor or his/her suouse remains or 
becomes the sole uresent beneficiary, Since Husband “became the sole present beneficiary” upon 
Wtie’s death, it is clear that Section 63 excluded Corn change in ownership any transfers to him 
w@en the HW Revocable Trust became kev+ble. 

Second, as &the n+ult of receiving Wife’s 48.5% of the partnership interests, 
Husband received “control u of HW Partnership by acquiring 97% of its total interests. 
Such “change in contd’ results in reappraisal of the property owned by the partnership 
unless an exclusion is applicable. 1 

’ Section 64(c) states: ‘When a corporation, partnership,_ limited liability company, or 
other legal entitjc or any other person obtains control, through direct or indirect 
ownership or control of more than 50 percent of the voting stock of any corporation, or 
obtains a majority interest in any partnership, limited liability compariy or other legal 
entity through the purchase or transfer of corporate’stock, partnership, or limited 
liability company interest, or ownership interests in other legal entities,. ,.. the purchase 
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“Control” is defined and applied to partnerships in Rule 462.1 SO(c), which states in part: 
(c) Except as is otherwise provided in subdivision (d), the purchase or 
transfer of corporate stock, partnership shares, or ownership interests in. 
other legal entities is not a change in ownership of the real property of the 
legal entity. - 

(d) Exceptions: 

(1) When any corporation, parmership, other legal entity or any person:. 

* * * 

(B) obtains direct or indirect ownershiP of more than 50 percent of the total 
interest in both partnership &pita1 and profits, 

* * * 

Upon the acquisition of suchdiiect or indirect ownership or control, all of 
the property owned directly or indirectly by the acquired legal entity is 
deemed to have undergone a change in ownership. 

Based on the foregoing, Husband, as the sole surviving partner in the HW 
Partnership and the devisee or heir entitled to receive ownership of more than 50% of the total 
capital and profits interests, acquired control of the Partnership upon the deceased pkner’s 
(wife’s) death. 

. 

The question is whether Section 63 is also applicable to exclude this transfer to Husband 
f?om change in control under Section 64(c). As you are undoubtedly awaie that there has been 
some controversy among assessors and taxpayers in recent years focusing on the application of 
Section 63 to transfers of stock, partnership or other interests in legal entities. As per the last 
substantive amendment to Section 63 in 1981 ( AB 152), the interspousal exclusion now reads in 

. pertinent part as follows: 

“Notwithstanding any other provision in this chapter, a 
change in ownership shaIl not include any interspousal 
transfer, including, but not limited to:” 

*: * * 

“(e) The distribution of a legal entity’s property to a spouse or 
former spouse in exchange for the interest of such spouse in 
the legal entity in connection with a property settlement 

or transfer of that stock or other interest shall be a change of ownership of the real 
property owned by the corporation, partnership, limited liability company, or other legal 
entity in which the controlling interest is obtained.” . . 
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agreement or a decree of dissolution of amarriage or legal 
separation.” 

Already codiied in Section 63 at that time was subdivision (b) which excludes from 
change in ownership: 

“(b) Transfers which take effect upon the death of a spouse.” 

This amendment significantly expanded the already broad interspousal exclusion. In 
recommending the broader language of AB 152 to the Senate Committee on Revenue and 
Taxation, the State Board of Equalization stated in its Legislative Analysis on August 13, 198 1, 
that the intent of this language was as follows: 

“4. Soousal Exclusion (Section 63) 
Provides that exclusion takes precedence over alJ other provisions 
of the chapter, and that the distribution of a legal entity’s property 
(e.g., corporation, partnership) upon divorce is included within this 
exclusion.‘* 

“The G-st change is clarifying of the original intent; by formerly 
specifying only certain sections, the implication was that any section 
not so specified would overrule the spousal exclusion. This was 
never intended. 
The second change also clarifies the existing exclusion as it applies 
to property settlement agreements.” 

Shortly thereafter, the question of the proper application of Section 63 arose with respect 
to what action an assessor should take when, upon the death of husband, the wife acquired all of 
the ownership interests in husband’s stock (and ultimately in the control of the corporation) and in 
the property, even though both the stock and property were held as community property until 
husband’s death. By letter from Verne Walton on February 27, 1981, (copy enclosed), the 
Board’s stafTs@ted that “Such a transfer would be excluded from reappraisal.” Although the 
shares were held solely in husband’s name, the transfer of all of the shares to wife upon the 
husband’s death was excluded from change in ownership and change in control (Section 64(c)) 
under the interspousal exclusion. The basic principle underlying Section 63 was that shares, legal 
entity interests, and/or any real property: held by spouses as “community property” were treated 
as the property of each of them as separate persons. Thus, we have consistently concluded that 
whenever there is an acquisition or a transfer of stock or other interests between soouses, no 
change in ownership results. The basic application made in 1981 has been followed over the’ 
years. 

Subsequent advice from our staffin numerous opinion letters and letters to assessors, such 
as Letter to Assessors Onlv No. 83/17, and Letter to Assessors No. 85/33, reflects the principle 
stated in the Task Force recommendations and derived from the Legislature’s intention regarding 
the interspousal exclusion. The purpose of these advice letters was to properly interpret and 
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apply the interspousal exclusion, not to explain the legal distinctions between community property 
and joint tenancy concepts. Thus, Letter to Assessors No. 85133. states that where a husband and 
wife acquire an ownership interest in a leaal entitv as “community property,” the acquisition, for 
property tax purposes, should be treated in.the same manner as an acquisition where the husband 
and wife take title as “joint tenants,” that is, separate individuals each owning 50% ofthe 
ownership interests in question. - 

. 

Later, in General Election of Nov.4, 1986, the particular language of the interspousai exclusion 
found in Article XIII A, Section Z(g) of the Constitution was adopted. This language was slightly 
diierent than the language already in Section 63, in that it expressly stated that “...‘change in 
ownership’ shah not include the purchase or transfer of’real property between’ spouses...” 
(Art. XIII A, Sec. Z(g).) In contrast, Section 63 provided for the exclusion of “any interspousai 
transfein as noted above. The stated purpose of Proposition 58 which added this exclusion to 
the Constitution was, among other things, “to place the existing statutory treatment of property 
transfers between spouses into the Constitution.” (“Analysis of Legislative Analyst,” Ballot 
Pamphlet, Proposed Amendment to California Constitution with Arguments to Voters, Taxation 
[ofl Family Transfers, General Election (Nov.4, 1986), p.24.) The problem arose because the 
“existing statutory treatment of property transfers between spouses” clearly excluded “any 
interspousai transfer,” Section 63, whereas, the language in the constitutional amendment 
seems to limit the exclusion to spousal real nrouertv transfers only. 

Some assessors have interpreted the constitutional language as a contradiction to the plain 
meaning of the phrase “any interspousal transfer” in Section 63, and noted that in case of doubt, 
the constitutional provision shouid take precedence over the statute. However, all of the I 
historical evidence, as well as legal principles, establish that there is no inconsistency. First, there 
is no indication in the b+ot pamphlet for the constitutional amendment or in any of the legislative 
history for the Proposition, that Proposition 58 would modify existing law and ntiow its 
application to only literal real property transfers between spouses. Secondly, the intserspousai 
exclusion in Section 63 .experienced a long history (1979) prior its 1986 incorporation into the 
Constitution under Proposition 58. During this time, substantial clarity regardmg’its 
interpretation and application had developed, both from the advice of our staff and decisions made 
by assessors, that established a standard treatment for any transfers of interests in legal entities 
between spouses as excluded fkom change in ownership. Finally, court decisions dealing kith 
similar problems in property tax matters have held that the terms used in a constitutional 
amendment must be construed in the light of their meaning at the time of adoption ‘of the 
amendment. In Larson v. Duca (1989) 213 Cai.App.3d 324,329, the court dealt specifically with 
Proposition 58 and stated, 

‘In interpret& constitutional measures enacted by the voters, we must also follow’the 
rule that ‘the electorate would be deemed to know’ the state of the law prior to the 
enactment. ‘The adopting body is presumed to be aware of existing laws and judicial 

’ construction thereof’[citation]’ 

Thus, in our view there is no inconsistency or contradiction of terms between the language 
in Section 63 and in Art.XIII A, Sec. 2(g). The constitutional provision merely restates in 
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different phraseology the same concept expressed the statute, that “any interspousai transfer” is 
excluded from change in ownership. Moreover, this issue was again addressed in the Board’s 
recently adopted proposed revisions to Rule 462.220 (attached), where it is now expressly stated. 
in subdivision (b) that transfers of ownership interests in legal entities which result in one spouse 
obtaining “control” as defEred in Section 64(c), shah not constitute a change in ownership under- 
the interspousal exclusion. The rule revision reflects the long-standing position of staff and the- 
legislative intent underlying Section 63, as previously expiained, that the broad language of the 
statute requires any transfers of either legal entity interests or real property interests between 

to be excluded Corn change in ownership. spouses 

By way of application, where the death of a partner (Wife) triggers the dissolution of the 
partnership, and the deceased partner’s interest is immediately transferred to her spouse 
(Husband) who becomes the majority surviving partner, the interspousai exclusion in Section 63 
and Rule 462.220 (b) is appiicabie to preclude a change in control and reappraisal under Section 
64(c), even though the surviving spouse/partner owns more than 50% of the partnership interests. 

3. Distribution Of real DroDerhr from Hbv Partnershin to remainiw four uartners as 
tenants-in-common exciuded under Section 62(a)(2) ., 

The final step upon dissolution, per HW Partnership Agreement, was to liquidate its 
assets, including its real property;and to distribute such property 97% to Husband, as the sole 
beneficary of the Marital Trust and the Smvivior’s Trust, and 1%. each to Sons. During the time 
of the Partnership’s winding up and dissolution, Husband held more than 50% of the total capital 
and profits interests in HW Partnership, 48.5% as the sole beneficiary cf the irrevocable Marital 
Trust and 48.1% as the sole beneficiary of the revocable Survivor’s Trust, and each Son held 1% 
of the total HW Partnership interests. Because of the application of the interspousal exclusion, 
discussed above, there was no change in control under Section 64(c). , 

Therefore, when HW Partnership finally liquidated and distributed to Husband as the sole 
beneficiary of each Trust, a 97% undivided co-tenancy interest and to each Son a 1% co-tenancy 
interest in the Partnership real property, Section 62 (a)(2) is applicable to exclude these transfers 
from a change in ownership. It appears that the real property interests transferred were in exactly 
the same-proportionate shares to the percentage interests the Husband and each Son held in the 
HW Partnership firorn the date of Wife’s death, so that only the method of holding title to the 
proeprtychanged. . 

However, if the real property interests were not proportionate, e.g., if someone in addition 
to Husband was a present beneficiary under the irrevocable Marital Trust, then the interspousal 

. exciusion in Section 63 would not be applicable to exclude the real property distribution to 
Husband fkom change in ownership, since this was a transfer from the Partnership to Husband 
(not Wtie to Husband). Moreover, Section 63.1 would not be applicable to exclude the real 
property distributions to each Son Corn change in ownership, since the Partnership is not a 
“parent” or natural person (eligible transferor) within the statutory definition of that term. 
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The views expressed in this letter are only advisory in nature. They represent the analysis of the: 
#- legal staEof the Board based on the present law and facts set forth herein. Therefore, they are nor binding on any 

person or entity.. 

Sincerely, ’ 

Attachments 
KEC:ba 
cc: _ 

- 

~fa.m6-&6, 
Ms: Jennifer Willis, MIC7;) 

pru&l~w7ol3~ 

t 
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Rule.462.220 CHANGE: IN'OWNERSHIE? -- INTERSPOUSAL TRANSEm2s 

Notwithstanding any other provision of Sectiorts- Rules 
460 through. 471 cf this ,e a change in ownership shall 
not include any interspousalltransfer, including, but not 
limited to: 

(a) Transfers of ownership interests in legal entities, 

(b) Transfers of ownership interests in legal entities 
resulting in one spouse obtaining control. as defined in 
Section 64(c) of the Revenue and Taxation Code, 

_ 

Example 1: Husband (HI owns a 30 percent ownership 
interest in a partnership and wife (W) owns a 30 
percent ownership interest in the same partnership. W 
transfers her interest to H; H now owns a 60 percent 
ownership interest. There is no change in ownership. 

+a+ (c) Transfers to a trustee for the beneficial use of a 
spouse, or the surviving spouse of a deceased transferor, or 
by a transfer of such a trust to the spouse of the trustor, 

+I+ (d) Transfers which take effect upon the death of,.a 
spouse, 

Example 2: H and W each own a 30 percent interest in 
General PartnershiD (GP). H and W transfer- their 
respective partnership interests to the HW Revocable . 
Tnrst. ,No change in ownership. Trust provides that . 
upon the death of the first spouse: the assets of the 
deceased spouse, including partnership interests in GP, 
shall be distributed to "A Trust", and the assets of 
the surviving spouse, including partnership interests 
in GP, shall be distributed to ‘8 Trust." Surviving 
spouse is the sole present beneficiary of both A Trust 

f and B Trust. No change in ownership upon the death of 
the first spouse. 

-+e$- (e) Transfers to a spouse or' former.spouse in connection 
withyproperty, settlement agreement, including post- 
dissolution amendment thereto, or decree of dissolution of a 
marriage '01: legal separation, * 

M- (f) The creation, transfer, or termination,' solely 
betw=- spouses, of any co-owner's interest, or 

+&- 1p1, The distribution of property of a corpor,ation, 
partnership, or other legal entity to a spouse or former 
spouse having an ownership interest in the entity, in 
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exchange for the interest of such. spouse in the legal entity 
in connection with a property settlement agreement or decree 
of dissolution 0f.a marriage or legal separation. 

Note: Authority: Section 15606, Government Code. 
Reference: Sections 60, 61, 62, 63, 65, 65.?., and 67, 
Revenue and Taxation Code. 

. h:~lesW62-22ow2-22O.b 
mh i/27/97 

. 
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State-of Califomla.. 
BOARD OF~QUALIZATION 

PROPERTY TAX RULES: 

Chapter 1. State. Board of Equalization--Property Tax- 
Subchapter 4. Equalization by State. Board 
Article 3. Taxable Property of a County, City or-Municipal Corporation 

@Rule 462.160 CHANGE IN OWNERSHIP - TRUSTS; 

Reference: 

WCreation. Except as is otherwise provided in subdivision (2) (b) the transfer by the 
trustor, or any other person, of real property into a trust is a change in ownership of. such 
property at the time of the transfer; 

. 

@#J Exceptions. A transfer to a trust is not a change in’ownership upon the creation of or 
transfer to a trust if: 

WM. TrustorFTransferdr Beneficiary Trusts. The trustor-transferor- is the sole present 
beneficiary of the trust; provided, however, a change in ownership of trust property does 
occur to the extent that persons other than the trustor-transferor are present beneficiaries of 
thetrust . 

(-BjpJ Revocable Trusts. The transfer of real property or an ownership interest(s) in a legal 
entity by the tnrstor(s) to a tNst which is revocable by the trustor( provided, however, a 
change in ownership does occurat the-time the revocable trust becomes irrevocable unless 
@? trustor-transferor remains or becomes the sole present beneficiary. 

mm_ Trustor- Reversion Tests. The tistor4ransferor retains the reversion, and the 
beneficial interest(s) of person(s) other than the trustor-transferor does not exceed 12 years 
in duration. 

fe)& Interspousal Trusts. The exemption afforded interspousal transfers is applicable; 
provided, however, a change in ownership of trust property does occur to the extent that 
persons other than the tnrstor-transferor’s spouse are beneficiaries of the tNst. 

mn Proportional Interests. The transfer is to a +Just which results in the proportional 
interests of the beneficiaries in the property remaining the same before and after the 
transfer. 



Rule 462.160 -2:. 

(-F)a,Other Trusts. The transfer is from one trust to another and meets the requirements of 
WLlL wf2L Wl,a @UL WWZL 

w Termination. Except as is othenvise provided in subdivision @)(dJ, the termination of, 
a trust, or portion thereof; constitutes a change in ownership at the time of the termination of 

. thetrust 

+l#dJ Exceptions. A transfer resulting from the termination of a trust is not a change in 
ownership if: 

(Xjm.Prior Reappraisal. Termination results in the distribution of trust property according to 
the terms of the trust to a person or entity who received a present interest (either use of or. 
income from the property) causing a reappraisal when the trust was created or when it- 
became irrevocable; provided,’ however; another change in ownership also occurs when the 
remainder or reversionary, interest becomes possessory if the holder of that interest is a 
person or entity other than the present beneficiary. 

@#J Revocable Trusts. Termination results from the trustor-transferors exercise of the 
power of revocation and. the property is transferred by the trustee back to the trustor-- 
transferor. 

(C)m Tiustor Reversion Trusts. The test term did not exceed 12 years in duration and, on 
termination, the property reverts to the trustor-transferor. 

(-D)~_lnterspousal Trusts. The exemption afforded interspousal transfers is applicable. 

WmProportional Interests. Termination results in the transfer to the beneficiaries who 
receive the same proportional interests in the property as they held before the termination 
otthe trust; 

m@J Other Trusts. Termination results in the transfer from one trust to another and meets 
the requirements of m o@J (02 #(,& or (E#J of subdivision (2)&). 
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Harch 5,. 1965 
No. 

TO COUNTY ASSESSORS: 

COXTROL AND OWNERSHIP OF LECAi ENTITIES r' 
ACQUIRED AS "COWUNITY PROPERTY" 

This letter is to inform you that it is the opinion of the Board's 
legal staff that where a husband and wife acquire an ownership 
interest ifi a legal entity as '~comunity property," the acquisition, 
for property tax purposes, should be treated in the same manner as 
an acquisition where husband and wife take title as "joint tenants." 
See County Assessors’ Only Letter No. G/17, dated July 15; 19BJ; 
OWER!5HIP INTERESTS IN ENTITIES fiELD BY SPOUSES AS JOINT TENANTS 
(copy enclosed). 

. 

VIT:gr 

Enclosure 

Sincerely, 

. 
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TO C&W ASSESSORS ‘OLZS: 

l&. auestion recently arose as to tke proze: trsataent ot a. situation 
in w&h a husbazd a& wife- acquke o~.zZrs~kip interests- k a ltzfl e&_ty 
as joint tmazts.. The. aoard’ s ’ =a=’ --=- sttff kas advised t;hat a. &band and_ 
wife haldi?g omership interests in legal er,-lities as jotit. tezzts ark 
to be cmsiderad separate incii.~~duLs, eack oming_ jC$ of the omarshiu 
irrtezsts in question, Be fact they aze zzz‘“ied. carxzot be used to _ 
attz$.lbute the ownership of one ace to that of the other so as to ?kd. 
one spouse has rt;ec+tly axed indirectly. acc_kzd mze tin. jC$ otinezshi~ 
ix a legal entie. 

The estate of’ joi3t temzlc;t presiies th2t r77 of the joint ten2nts on 
e@ ursdivided shares. For exaqLe; tw joixt terznts ,eack c~-rn e, thee= 
joint tenants’ each. ok 33-L/3$, foe joi& tenazts each o:m. 2%. ‘Shere :d?_ 
dLw2ys 5e 2t l&st two joint ten&x to shzyt equal&~ * the c:zership of -, 
the propetiT- o:(;ned by the- j&z ter.zts. %LS, if 111 tht outstz&g 
voting stack of 2 co-oration is 2cqi-zL b; a ,hxsbz?d azd xdfe as joint 
tenants, they each o:m 5G$ of vat-kg shtres eq&.l~, mt core tha SC& . 
Shzres owmi. by oz sparrse carrot be attri,‘xted to the at&r. cozsa&entl-y, _ 
whi2.e all of tile sh&s have bee= trazsfzred, azd or&rslhi=r of 
has changed, no sin&e rexon has acqked t~cosLzol~~ wit.hiz’ the 
Bverjla and Taxation Code Section 64 c ). The txzsaction would 
froik~reagraisal by S+on &;(a). 
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to wntac-- tls- fc--cr If yau have sny _tz&z-r~qkestiazs regarbing t!ds+ pfcase feel. free . c .- . 
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